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INTRODUCTION

As the .2.1"' centu.ry begin's, Ameﬁc-:éns'are éxperienciﬁg arapid shift ﬁ'bm an mdustnal -td-‘a- '

- technological age. A secure future in the workplace now requires knowledge associated with

.education and training beyond high school. Students understand the importance of college:

More than 90% of high school graduates now expect to complete at least some college, and- more .- -
than 70% expect to receive a college degree. The role played by high schools in the mid-20% '
century — providing the fundamental level of education that people needed to participate fully .
in American social and economic life — is now being played by colleges and universities. The
pattemns of attendance and graduation that existed in high school during the 20® century are now
unfolding in higher education. The new information-based economy -— with its worldwide -
patterns of competition, manufacturing, and distribution — severcly penalizes Americans who -
have only a high school education or less. The decline in the economic value of high school has '
substantially increased the economic advantage of college for individuals.! Public understanding .
of this reality is reflected in public opinion surveys, broader college aspirations and increased

~ college attendance.

The imperative of education and training beyond high school for most Americans is coinciding
with another trend — the growing number of young people moving into and graduating from the
nation’s high schools. Because of this “baby boomlet,” enrollments of traditional college-age
students are expected to increase by 2.6 million, or 16%, from 2000 .to 2015. To correct patterns
of under-enrollment by some ethnic groups, males or entire state populations, enrollments should .
grow even more. Former North Carolina Governor James B. Hunt has stated this problem
clearly: “The need to develop the talents of our citizens has accelerated even faster than the
expansion of college opportunity and enroliment.” ' -

POSTSECONDARY EDUCATION IN THE 2157 CENTURY
For half of the last century, the public purposes of higher education in the United States and the

goals of public and private colleges and universities substantially overlapped. This helped to
create a system of higher education that, until recently, surpassed the rest of the world in the

~level of access and options provided to its citizens. -

! Anthony P. Carnevale and Richard A.Fry, The Economic and Demographic Roots of Education and Training
(Washington, D.C.: The National Association of Manuficturers, 2001), p. 3. '

? National Center for Public Policy and Higher Education, Measuring Up 2000: The State-by-State Report Card for
Higher Education (San Jose: 2000). :



But changee in the past two decades are forcmg and should force — pubhc leaders to rethmk
~some fundamental assumptions about how to achieve the public purposes of higher education.

Today, most states are striiggling with budget uiicertainties that are likely to be present for the
next three to four years (even if the national economy recovers in 2003). About half the states
have a large and growing youth population, which will require additional public investment in
order to maintain educational opportunities. Many other states have historically low
participation rates and will need additional public investment to increase the college-going rates
-of their residents. So to increase opportunity, states will need to i increase access to
postsecondary education. At the same time, many states have aging populations that will
increase the rolls. of Medicare and its associated expenditures. - Also, the demands from all parts
of our soclety for better security and improved public K—12 education are unlikely to subside.
The economic reahty that states face is that, even if the economy rebounds, resources for higher
education will remain scarce. For higher education, the competition for state fundmg with other
worthy social purposes will only increase. - .

The last 20 years has also brought about — with virtually no pubhc debate — an entirely new
system of finance for hlgher education. Nationally, student debt has overtaken public need-
based grant aid as the primary form of student financial aid. Meanwhile, public colleges and
universities have diversified their revenue bases, leading to questions about the relationship.
between hlgher education and the states; and implicitly, to questions about who pays — and who
should pay — for higher education. Both the revenues of public colleges and universities
(mcludmg state and Jocal appropriations) and their expenditures have increased significantly
faster than inflation. As a result, students and families — through tuition' — are absorbing an
incréasing share of the costs of higher education. States have fallen into a damaging pattem of

( 1) freezmg or rolling back tuition when the state economy is strong and family income is
mcreasmg, and (2) cutting higher education budgets and increasing tuition when the state
economy is weak and family income is stagnating or dropping. When people most need to enroll
in re-training and other educational programs beyond hlgh school, they may be least able to pay
the higher tumon charges.

As the consensus about who should pay for higher education has eroded, the new 1mperat1ve for
education and training beyond high school has become clear to most Americans. Public support
.for €ducational opportunity is strong and growing' stronger and public anxiety about access to
~ and the affordability of educational opportunity is likely to diive state leadérs into the debate.
State leaders will probably not have the option to avoid these issues over the next decade.

‘The need to help states identify and implement effective public policies for higher education has
never been more urgent. Public elementary and secondary education has dominated the policy
debate in state governments since'the mid 1980s. Postsecondary education will increasingly
share this attetition and will strain state capacitiés as enrollment’ grows, budget competmon
increases and the public demands access to affordable educational opportumtles

3 John Immerwahr Great Expectations: How the Public and Parents—thte African American and Hispanic— Vzew
Higher Educatzon (San Jose: Public Agenda and National Center for Public Policy and Higher Education, 2000). -



The Noverber 2002 elections will yield at least 25 new governors as well as changes in é't'a_te o

legistatures. ‘This significant change in state leadership makes starting the proposed project early

in 2003 particularly important. We can work with states as governors and legislators develop. -
g . s . . v h. . 'S‘d'e.ca.de.."'f -

positions about postsecondary edh

‘The need for niore_@ﬁ’ectiVe'pdstSecondary education policy is not only incréasingly tﬁ'g’éiit;'it' )

also.is being recognized in more states. A number of statés anticipate surges of college-age
‘population; others face changed demographics — particularly growing ethnic diversity — that
 bring néw demands for access; and still others have become aware that économic-dévelopment L
goes hand-in-hand with human capital development. Across the nation, states are beginning to
look for new approaches to postsecondary education. S - '

The problem nearly everyone faces is lack of capacity. State leaders may sense that their grades
on the national report card are potentially a starfing point for detailed policy analysis and'~
improvement. They are turning for assistance to organizations like the partners in the proposed
National Cellaborative for Postsecondary Education Policy (National Collaborative). But no
single organization has the capacity to help bring the tight players to the table in a state, conduct .
data-driven policy analysis, make comparisons across states; formulate strategies for change and
ensure accountability. S : | B )

* The steering corimittee of the Education Commission of the States (ECS), Which has members
from all member states, asked iricoming president Ted Sanders to get the organization back into

L postsecondary education in a coherent and, responsive way. It supports the approach proposed in

this paper. There is substantial interest in the report card and, more importantly, inits human
capital/social outcomes perspective. Discussions at the ECS national policy meeting and atthe
annual meeting of the State. Higher Education Executive Officers in 2002 were well attended and -
positive. The National Center for Higher Education Management Systems (NCHEMS) and the
National Center for Public Policy and Higher Education (NCPPHE) are also working or already
have worked in several states (Tennessee and Kentucky, for example) and are talking with o
others. ' ' ' '

ECS Compﬁm_énﬁ the work of NCHEMS and NCPPHE. It can hélp states bring the right players
to the table: governors, legislative and business leaders, educators and community
representatives. This is not just a collaborative at e national level. It is a collaborative within
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| THECONCEPT g

We want to change the piecemeal nature of state lpélsf,-'s:é'cbhdzz:lr}'edﬁcﬁtidn.pdlliéy"eﬁ‘é‘rts and

develop a shared vision of how postsecondary education both serves individual studentsand '

contributes to a state’s overall quality of life. Nationally, the intellectual depth and analytic rigor

-in higher-education policy has diminished since the Carnegie Commission on Higher Education.
and the Carnegie Council for Policy Studies in Higher Education issued their influential reports

- under the leadership of Clark Kerr in the late 1960s and the 1970s. Presently, no single

“organization has the capacity to address this public agenda effectively, particularly at the staté:

-level. In an effort to invigorate the discourse and build more capacity to analyze and develop.

postsecondary education policy, three national organizations propose to create the National
Collaborative for Postsecondary Education Policy. Co

The goals for. the Naﬁbnal- Collaborative over the next three to five years are: (1) to provide}- ,

national clearinghouse on state higher education policy; (2) to conduct higher education policy.. . |

-analysis (for example, see Appendix H); (3) to collaborate with four to six states in policy
development and implementation to improve the performance of higher education; and (4) to
distill principles of good practice for wide dissemination to policymakers. The framework for

~this work is the biennial report card, Measuring Up, which evaluates state performance in six
critical areas: preparation, participation, affordability, completion, benefits and learning. The
sixth category of the report card, learning, will become increasingly important in subsequent .
issues of Measuring Up and in the work of the National Collaborative. ’

The six categoﬂes and their defining questions are:

- Preparation: To what extent is the young population in the state completing a high

- school education? Are high school students enrolling in the kinds of courses that prepare
them for postsecondary education and training? Are high school students performing
well in key academic areas? L , o

¢ Participation: To what extent is the young population in the state (18 to 24 year olds)
' enrolling in postsecondary education or training? Does the state provide enough

opportunities for working-age adults to enroll in education or training beyond high

- school? : : -

‘e Affordability:- What percentage of family income is needed to cover the costs of
attending community colleges in the state? Of attending public four-year colleges and
universities? Of attending private four-year colleges and universities? How much does
the state invest in need-based financial aid or other strategies for affordability? Do
students rely too heavily on debt to finance their education?

o Completion: Do students make'progress toward and complete their certificates and
degrees in a timely manner? '

* Benefits: What educational, economic and civic benefits does the state receive as a
result of having a highly educated population? For instance, what percentage of the adult
population has a bachelor’s degree and how much does this add to the state economy?
How well do adults perform on assessments of high-level literacy?



' training beyond high school? L ' I

The three founding organizations of the National Collaborative — ECS, NCPPHE and M
NCHEMS — have been selected because of their unique contributions-and experience. (See
Appendix I for brief organizational descriptions.) There are no organizations in the country
situated better to reach appropriate policy and busiriess constituents within the states, to offer
independent policy analysis and to provide direct assistance to state leaders interested in -

- improving higher education performance. ' '

ECS, which rouﬁxiely works with a cross-section of state leaders, is the only comipact in the .
country that brings together such a diverse group-of stakeholders at the state level. It recently
has completed a two-year review to set its postsecondary education agenda, which will be

organized around the report card and its human capital/social outcomes approach.

With its broad constituent base, ECS has the capacity to build a strong coalition of state policy
and business leaders necessary to undertake reform. ECS has also developed its cleatinghouse
capacity and.can créate powerful, user-friendly web-based resources drawn from all three
organizations and other.sources to assist state leaders. The National CoHaborative will be
located at ECS. ‘ :

NCPPHE is a fully independent organization that can.continue to. “keep the heat on” by
analyzing state policy trends and speaking forthrightly about these issues. It has the capacity and
funding to continue to develop and publish Measuring Up in 2002, 2004 and 2006. In addition,
NCPPHE will continue its research into public opinion and other areas, and will release other
policy publications. Two such publications include Losing Ground (anational status report on
the affordability of higher education, published in May 2002) and a report on the cost-
effectiveness of higher education, forthcoming in 2003. NCPPHE also brings to the table its
expertise in higher education governance and finance and its experience in working directly with
states within the petformance framework established by Measuring Up.

- NCHEMS is without equal nationally in the level of experience it has amassed in working
directly with states on higher education policy issues and in identifying realistic and workable
solutions. NCHEMS began partnering with NCPPHE to complete an external review of
Measuring Up in 1999. Since that time, NCHEMS has assisted NCPPHE in: (1) systematically
testing the data in Medsuring Up; (2) developing a template for states to use to better understand
performance within the state;* (3) assisting states in rethinking policies to improve performance;
and (4) partnering with NCPPHE in its effort to address the “Incomplete” in learning (states

were given an Incomplete.for learning in Measuring Up 2000 because all states lack information
on the educational performance of college students that would permit systematic state or national
comparisons). In addition, NCHEMS has been identified and funded through grants from
foundations as. the national organization to improve and maintain critical state databases for
future policy use. ' :

* *Dennis Jones and Karen Paulson, Some Next Steps Jor States: A Follow-Up to Measuring Up 2000 (San Jose:
National Center for Public Policy and Higher Education, 2001). »
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. Tﬁése dataﬁases, coll_et‘:tifély called the National Ilifb_miatiqn Ceﬁter for Higher Educaﬁon .
Policymaking and Analysis, will be major teols for our work in states, providing data that are . -
- both specific to each state and comparative. ECS will organize its clearinghouse of - '

| Postsecondary education information to be fiilty compatible with the NCHEMS® daxabases At

the root of both, of _courSe,_are'_the. six areas assigned grades by the report card. '

‘Rarely have national (or eveii state) o_rganiiaﬁons‘planned 5o carefully to-align their work with - o

one another. We dre modeling the behavior we think is essential to postsecondary education
- improvement in the states, behavior that will transform good data into knowledge and sound
policy. : : ' o

ROLES OF THE ORGANIZING PARTNERS

. The National Collaborative builds on the unique strengths of each of its partners. ECS will have
the primary role of convening leadership in the states and disseminating policy options and other
good practices (through the higher education clearinghouse, in national meetings and woiking
 directly in the states). NCHEMS will assume primary responsibility for the policy audit and
analytical work in the states — developing relevant state-level data and information for policy
leaders. NCPPHE will assume primary responsibility for continuing editionis of Measuring Up
and other state-by-state policy analysis. It will assist ECS and NCHEMS in developing a public
agenda in each of the states. - ' ' -

A‘lthough each partner will have well-defined tasks, each one also is-committed to the overall
. success of the project. We recognize that thie National Collaborative will succeed only to the
degree that each partner assists the others in performing their critical roles.

THE WORK OF THE NATIONAL COLLABORATIVE

Working together, the three organizations can build upon their existing strengths to create _
greater analytic and policy capacity in the states and among themselves. The collaboration of
the three partners and their involvement with states seeking to improve higher education
performance creates the potential to establish a powerful public policy agenda and significantly

influence public policymaking for many years.

The work of the National Collaborative will have three distinct components. Phase I, capacity
building, involves developing the structure to guide the collaborative through its three-year
project, both internally and externally. This includes evaluating the readiness and political
commitment of states to determine which four to six states will participate in this project. In
- phase II, the National Collaborative will work directly with four to six states to independently -
audit state higher education policies, build information infrastructure and identify policies to
improve state performance. The perforinance areas will be related to the categories in
Measuring Up, but the state policy needs, goals and other areas of analysis will be unique to
each state. Phase IIl, the dissemination of information learned, will be ongoing throughout the
project. This component will ensure that lessons from the states are shared broadly, discussed at
' meetings and available through policy reports, the Internet and other means.

i



G Phase I: Capaci:tthhﬂding :

InPhaseIofthepro_]ect

e. A National Advrsory Board wrll be estabhshed to provrde ongomg adwce on thc work of N
- the collaborative. It will meet twice per year. ‘

o Asmall “working group,” made up of the chief executlve officers of the three partners in
the collaborative and the project director will meet quarterly to assist in the ongoing
planmng and implementation of collaborative activities. :

e An information clearinghouse, specrﬁc to National Collaborative work, will be
developed. Its structure wrll be compatlble w1th that of the databases bemg developed by
NCHEMS. '

¢ _Four to six statés will be selectc_d for in-depth involvement in the project. Among the
_ cntena for selection Wlll be: .

E)

-Election results in November 2002 and « expressmns of comrmtment by newly

 elected (at least 25) or sitting governars.

Formation of a Leadershrp Group comprising senior representatrves of the
executive and legislative branches of state government; two--and four-year, public
and private mstrtutxons of higher education; K-12 education; and busmess and

'mdustry

" Demonistration of readmess state mformatron systems that can support data-
 driven policy analysis, for example, and leaders who already have established
productive working relationships (among educational sectors, for example). -

Identification of a liaison agency to be the point of contact in the state and to
provide logxstrcal support throughout the duratron of the prOJect

Willingness to make a financial commitment to the pro;ect in an amount agreed to

- by the state and the N ational Collaborative. .

Abrhty to contn‘bute toa natronal understandmg of issues and workable
approachies to them. ' This is essential to build capacity at ECS, NCHEMS and
NCPPHE. More important, it is essential for the states, partlcularly those not in
the first round of work. Our. work with the first four to six states should help

 everyone learn more about effective change and lmprovement

PHASE II Workmg w1th Selected States

Phase II encompasses four stages of mvolvement w1th each of the six selected states, and is ) ,
aimed at identifying and solidifying support for public pohcres that can nnprove the performance
of higher education in the state.



" A. Project Initiation . o B

As the initial activity in each state a meetmg of the state s Leadership Group Wlll be conducted. SO

" This group will be convened by a promment individual(s) within the state w1th the s1gmﬁcant
involvement of ECS and will comprise (as a minimum):

Semor representauves of the executive and 1eg1slat1ve branches of state government.
Busmess and industry.

K-12 education.

The media.

The higher educatlon (system) leadersth of the state,

Two- and four-year, public and private institutions of hlgher education.

The purposes of this meetmg will be to discuss the pro;ect with key partxclpants explam the
process and benefits, elicit advice about pretocols that must be observed if the project is:to be
successful in the state and solicit individual, as well as group, participation at key steps along
the way. This meeting of the Leadership Group, as well as all subsequent meetings, will be
attended by representatives of all three orgamzatlons that constitute the Collaboratlve

B. Data Analysxs to Advance the Formatlon ofa Pubhc Agenda

Using the perfonna.nce categories of Measuring Up as the organizing ﬁamework, NCHEMS
staff will compile and analyze state-specific information to more precisely identify- statewide,
regional and sub-population performance gaps that could mﬂuence policy formnlahon This
activity involves:

» Compiling data that are available — eithér in pnnt or on the Web

» Visiting higher education and other state agenc:es (workforce and economic
development, K-12 education, etc.) to acquire additional data. These visits also
provide an opportunity to reinforce the message about the purposes of the project and
its benefits.

o Analyzing the mfonnatlon and orgamzmg it to tell a story about the condition of the

~ state — its economy and quahty of life and its comparative advantages and

. disadvantages.

This information will be presented at the second meetmg of the Leaderslnp Group Tt will be
the basis of a discussion intended to elicit a beginning consensus about the public agenda for

- higher education in the state — the short Iist of state priorities requiring a predominant
contribution from the state s higher education commumty Out of th]s meetmg should
emerge:

¢ The major components of a public agenda.
* Insights into additional work needed to shed more light on the issues and begin the
process of building a broader consensus around the agenda

e



o / . C. Policy and Capacity Audits

With the outline of a public agenda in hatid; NCHEMS staff will work with individual =~
members of the Leadership Team and others within the stateto: - -~ S

“1.- - - Conduct a policy audit. ‘This step serves t_b gain detalled mfounauon about
policies and procedures that provide either incentives or disincentives for successful
- pursuit of the publi¢ agenda. ' This audit involves: - .

“* Reviewing existing state policies, especially those dealing with finance and v
resourceé allocation, accountability, governance and the allocation of decision -
. autherity. e ' U
- & Holding discussions with institutional and political leaders and others whose
actions will be key to implementation. The purposes of these meetings are
twofold: first, to gain information about the “way things work” in the state (and:
.~ the incentives and disincentives for desired behaviors endemic in these traditions)
- and second, to continue building consensus about the public agenda among -
individuals-who will be key to successful implementation and change.

The policy audit will highlight those policies and procedures that are serving as barriers
to achieving the stated agenda, indicating a need to change or eliminate these policies.
‘The audit will also investigate policy alignment to assess the extent to which policies in
one arena (e.g., finance) are consistent with and reinforce the intended good effects of
policies in other areas (e.g., accountability). ' ' =

2.~ Conduct a capacity audit. This step serves to assess the extent to which. the state-
has higher education capacity to deliver services: (a) in sufficient quantity; (b) of the
needed type; (c) to the important target audiences; and (d) in the necessary geographic

. areas.of the state. The audit includes: - o

* Further data analysis about institutional capacity and the students who are and are
 notbeing served by different institutional sectors. ‘ :
* Discussions with education leaders (many coincident with those conducted as part .
" of the policy audif): : : .

NCHEMS staff will summarize the results of these audits drawing attention to areas
where changes in either policy or process will be required if the public agenda is to be
pursued successfully. These results will be shared with other members of the '
Collaborative for review and comment. They will then be presented to a meeting of the
Leadership Group. The purposes are to ensure that there are no errors of fact, to build an
understanding of the need for change and to reinforce orice again the importance of the

- agenda to the future of the state and build momentum for the change agenda. |



D. Formnlatmg Pohcy

Workmg together, representatlves of the. tbree collaboratwe member orgamzatlons wﬂl
develop a set of policy options for the state.” These. options will reflect the public agenda
‘being pursued and the results of the andits conducted in the prior stage. They also will ,
consider the political culture of the state. These options will deal with the full array of pohcy '
levers, as appropriate — structure; governance, finance, regulation, accountability and.

- .oversight. Much more detail about these policy levers and their alignment is presented in
Some Next Steps for States, which is appended to this proposal. :

The options will be d1scussed at the final (prqect—sponsored) meetmg of the state s
Leadership Group. At this meeting the objectives will be to:

o Identify the policy initiatives to be pursued..

»  Assign responsibility for key elements of the work agenda. :

¢ Gain consensus about ongoing activities to be conducted beyond the hfe of the
project. :

By the completion of this stage, the state will have a pracucal workmg plan to achieve the
obJectlves set out in the public agenda.

E. Follow-up Actmt_les

Experience indicates that after this point in the project is reached, there will be a sporadlc
need for assistance — presentations to legislative committees and other groups, review of

' specific legislative proposa]s etc. The members of the collaborative stand ready to provide
these contmumg services providing that necessary costs are borne by the states.

PHASE HI: Dlssemmatmg Information to Pollcymakers

. Throughout the life of the pl‘O_] ject, the Natlonal Collaborative — Workmg especlally through the
capacity of ECS to reach its own members and the members of other national organizations —
will deliver information about good practices to state-level policymakers. Dlssemmatlon :
activities will include:

. Operating the mformatlon clearinghouse and usmg it to shate “good practlc ” and ather
- information within and t¢ the states.
2. Summarizing research findings and presenting them to education and pohtlcal leaders i m
" meaningful and user-friendly ways. :
3.- Identifying sets of policy options that work parucularly well in pursult of dlﬂ'erent elements
of a public agenda. For example, if improving participation is the.objective, then the
following elements of a comprehensive strategy might be considered.
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S

Use the bully pulpit. The 6bjective is the same s previobsly; but if méy bemuch: -
- . moreeffective if employers rather than political leaders send the message that . -
- postsecondary éducation is important — especially if they back up their rheforic . .

_ with action (requiring postsecondary level skills as a condifion of employment - ¢ .

and/or promotion, providing for professional development as a normal part-of .
work assignments, etc.). : ' ST
Structure. The reality is that most students will attend college close to honie. .

This is.especially true for working adults, a group that will necessarily and
inevitably become a larger part of the postsecondary education market. This .

situation calls for an education system that encourages providing postseconddry.

education opportunities where the student is rather than making students come to,
‘the education opportunities. This approach can be accomplished in several ways

. — electronically, through provision of baccalaureate programs on community

college campuses, selectively subsidizing access to programs in- geographically-

- ‘accessible private institutions, etc.

. Finance. The notions of participation (access) and affordability are closely and
_ frequently linked. As a result, fiscal elements associated with improved -

. participation often focus on: various student financial aid mechanisms such as:

— Need-based aid that removes economic barriers to participation by low-
income students. | |
— Making part-time students eligible for student financial aid.

 But there are other less frequently used elements that should be used more often: -

— Creating incentives for institutions to collaborate in delivering instruction at -
- each other’s sites. i ' v
~ Financing the installation of a telecommunications network in the state.

-— Funding leamning centers whose students can gain access to student services

from multiple institutions.

. 'R'egnlatio_n. Regulation tends to be a blunt nstrument that shouid b.e used

selectively. There are occasions, however, when it can be used to good effect in

improving and removing barriers to participation. For example: . o

— Aiding economic access by capping tuition and fees charged for distance
delivered courses (at on-campus levels or below, for instance). -

~ Requiring state (or public) agencies that receive state funds to promote/attain
. higher levels of educational attainment among their workforces (especially
. those with lower average educational attainments). .
Accountability. Here, the objective is to ensure availability of information in
order to be able to determine that: '

-— - Participation of recent high school graduates is becoming less disparate'

among individuals of different economic circumstances, of different .
demographic characteristics and who live in different parts of the state.

— Participation by part-time adults is increasing and becoming more equalized
across the state. :
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It is important that information be placed at the fingertips of policymakers and their staffs by -
making it available on the Web. It also is important to present alternatives for consideration
through state and regional meetings and video conferences. The collaborative, with ECS in the
- lead, will provide these services. Information also will be updated to reflect the experiences of
the four fo six states participating in the project. S
: - . ,
‘THEECS AGENDA , e
In order for the National Collaborative to succeed, it must be located within ani organization
committed to its goals. Over the past few months, ECS has developed an agenda designed to
track student progress at critical junctires of the education continuuin.” By focusing on student
progress at each of these junctures, ECS highlights and examines key areas of public policy that
can imprave performance, such as through accountability, finance and goveance. Measuring
Up provides a template that specifically addresses one of the junctures that ECS has identified as
a priority: the transition of students from K12 schools to education and training beyond high
school. e . ' ' ' :

ECS’ commitment to this project is unequivocal. It-already has committed one staff position to
the project and has contracted with a project director to coordinate up-front planning on behalf of .
the collaborative. This will allow us to start immediately if the project is funded. ECS will
organize the clearinghouse for which. it is responsible around the woik being done by NCHEMS
to create national state-specific databases. : : '

The project director also has -assumed responsibility for helping todevelop a coberent
postsecondary education agenda for ECS centered on the key goal of thie proposed project:
effective policy analysis and improvement focused on human capital development and social
outcomes. :

. ECS has developed the leadership among its constituents for this agenda. In a remarkable string
of coordinated initiatives by recent ECS chairs, past chair New Hampshire Governor Jeanne
Shaheen focused on early learning and Nevada Governor Kenny Guinn is focusing on literacy by
age 8. Now, 2002-04 chair Georgia Governor Roy Barnes will focus on “closing the
achievement gap,” defined by combining school readiness by age 6, literacy by age 8 and
algebra by age 13. (For the first time in ECS’ history, the chairman’s term is extended to two
years). To complete this comprehensive agenda, we hope. to enlist ECS’ 200406 chairman in
the drive to make grade 14 the minimum expected end point for all students in America. As
Hilary Pennington, chief executive officer at Jobs for the Future, says, “The task is to create
multiple pathways to anid through the second year of college, not to reform the ‘one-size-fits-all’
comprehensive high school.” : - -' '

In all of this, we want to help people acquire the ability to lead productive, engaged and
satisfying lives. . .

12



',ié}"STAFFm,FUNDmeGQVERNANCE S S
The partners in the National Collaborative for Higher Education Policy seck 4 grant for a three: + ~ ~

year period. The Collaborative will be launched late in the fall of 2002. This iming allows it 1o
build on the interest created by the release of Measiring Up 2002 éarlier in the fall. Once" I

 project; (2) begin policy analysis; and (3) create a clearinighouse and information services:

The National Collaborative will be advised by a National Advisory Boaiid. The Board will megt .
twice per year and provide feedback, guidance and assistance to the Collaborative. Membersof =~
the board will be:drawn from national and regional policy organizations. In addition, a working =
group of the three organizational partners will meet quarterly to plan and implement N
‘Collaborative activities. I |

ECS has recruited a director for the National Collaborative and has assigned a professional staff -

. person who will, among other responsibilities, create the postsecondary education clearinghouse;
- Both these staff members will work with each of the six participating states: o

13

funding is secured, the partner organizations will:' (1) identify states that will participate mthe o |



\ Appendixl'

The Edncatlon Commlssmn of the States (ECS). ECS, a natlonvwde nonproﬁt orgamzatlon 1s o
recogmzed for its ability to facilitate the exchange of information, experience, ideas and o
innovations for the improvement of education through public policy. ECS” constitiients mclude -

" govemors, state legislators, chief state school officers, state higher education executive ofﬁcers, '
members of school boards and boards of regents, business leaders and othier education policy -

. leaders.. ECS’ status as a blpartlsan organization, involving key leaders from all levels of the
education system, creates unique opportunities to build partnérships, share information and
promote the development of policy based on the best available research and strategies. ECS,
with a staff of approximately 70, maintains its headquarters in Denver, Colorado. (For further
information about current ECS activities, please visit www.ecs.org.) -

'The National Center for Public Policy and Higher Education (NCPPHE). The Natlonal
Center for Public Policy and H1gher Education promotes public policies that enhance
Americans’ opportunities to pursue and achieve high-quality education and: trammg beyond high

- school. Asan mdependent nonprofit, nonpartisan organization, the NCPPHE prepares action-

. oriented analyses of pressing policy issues facing the states and the nation regarding opportunity _

. and achievement in higher education — including two- and four-year, public and private, for-

proﬁt and nonproﬁt institutions. NCPPHE communicates performance results and key findings

- to the public, to civic, business and higher education leaders and to state and federal leaders who

-are poised.to improve higher education policy. Established in 1998, NCPPHE is not affiliated

with any institution of higher education, with any political party, or with any government

agency. Itreceives continuing, core financial support from a consortium of national foundations
that includes The Pew Charitable Trusts, The Atlantic Philanthropies and The Ford Foundation.

The National Center for Higher Education Management Systems (NCHEMS). Through its
30 years. of service to higher education, NCHEMS has been committed to bridging the gap
‘between research and practice by placing the latest management concepts and tools in the hands
of college and university administrators. NCHEMS is a private nonprofit organization,
preeminent as a national center both conductmg and translating research to meet the needs of
practicing administrators. NCHEMS’ mission is to help institutions and agencies of higher
education i improve their management capability. NCHEMS delivers research-based expertise,
practlcal experience, information, strategies and tools that permit an educational institution to
amprove both its efﬁclency and effectiveness. These resources are provided through specific
projects, information services that reside in NCHEMS” extensive database and publications that
disseminate the latest concepts, principles and strategies to a broad audience of researchers and -
administrators.

14



- Appenﬂix I

The Affordability E‘xampl‘e

The Measuring. Up 2000 temnplate consists of six categories of state pe_rfqrﬁ:lan'cé for higher .

education: preparation, participation, affordability, completion, benefits and leaming. As
policymakers define the public purposes of higher education, we believe that each of these
performance areas is important and warrants more detailed policy analysis and explanation.

‘One example of this kind of work can be found in affordability, one of the six categories. -

In May 2002, the National Center for Public Policy and Higher Education released Losing
Ground: A National Status Report on the Affordability of American Higher Education. This
report documents the declining affordability of higher education for American families, through
national findings as well as state-by-state information. The report highlights the most recent
public opinion research on the affordability of higher education, describes state and federal
programs that benefit the middle class and offers profiles of current college students as they
struggle to make ends meet while attending various types of colleges and universities. Perhaps

- most importantly, however; Losing Ground identifies those public policies that the best

performing states in the affordability category in Measuring Up 2000 used to achieve a high
score. . '

Losing Ground is an example of the kind of ‘policy analysis that would be undertaken by the
National Collaborative for Higher Education Policy. It provides detailed analysis of aspects of
the Measuring Up state policy template. It offers practical ways to conceptualize, measure and
compare state performance in higher education. And it examines specific policies that improve
or restrict state performance. : : L '

The information and data gathered to create these kinds of policy _analj;sis will become part of
the National Collaborative’s clearinghouse on higher education policy. The identification of

promising practices will be used to inform policies and improve performance in the six
participating states. And the findings and results will be shared with policy leaders nationwide.

Appendix I

Some Next Steps for States:
A Follow-up to Measuring Up 2000

By Dennis P.Jones and Karen 1Paul-son‘
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x Fmancmg in Sync:

r

Allgmng Flscal Pollcy Wlth State Objectlves

Denn/s jones h

: While the priorities and methods vary from -
' state to state, state leaders hold common alms
'.v'for the citizens. of their states: They seék a high

quality of life for these citizens. Theywant them i

" to be safein their homes andon the streets; they
‘want. them to: breathe clean air and drmk pure
- water; they want them to have ready access to
" affordable health care. They also seek economrc
stability and self-suffi iciency for _th._e citizens of-

- the state; they want them to have the means to

“enjoy the beriefits of a’ middl'e'-'_élass Tifestyle.

The achievement of thése desired ends is

. mcreasmgly dependent on the education levels -
‘of the population, in order to reach the
_objectives of economic and societal well-being,

more and.more citizens must-have at least some,

level of education beyond high school. Certainl'y,
- the kinds of Jjobs associated with advanced

' _earning. power-require levels of knowledge and

- skill associated with postsecondary education.
But the need for advanced education extends

beyond the realm of economics: It also extends - .

to the requirements of bersonal and civic life.
Day—to—day lifeis becommg mcreasmgly

, -complucated——note the soph:stlcatwn required to
E make mformed selectlons among the available -
health care options or telecommumcatlons

N _,."'prowders. Slmllarly, afunctlomng democracy

' requires a cmzenry able to make mformed
_ '_personal decisions about such comphcated
. '.toplcs as global warmmg, mtematlonal trade,
and energy productlon /conservatson—-»and about
electmn of elected officidls who must deal with

these tssues as matters of natwnal pollcy. All .

' " these topucs requnre a cmzenry educated well
: beyond the levels of the populace of even a-

generation, ago

. These conditions create situations in which
- states have a substantial interest in achieving: -

- & High rates of high school completion aniong

- students'who have takenan academlcally
"rigorous curticulum.

BN _ngh levels of college partlcrpatlon among

- both recent hlgh school graduates and adult
'leamers

L High rates of colle'ge'd.e'gree completion

\ An economy that employs a high proportlon '
of college graduates :

i pursult of these ob]ectlves states car (and do)
employ a variety of the’ pol:CV’tFols thatare
available to them. They create- systems of hlgher
educatlon mstltutlons 4nd putin place

: governance structures arid mechanisms designed

to ensure that these institutions attend'to those
dspects of the publlc agenda which they can--

. 'substantlally mﬂuence. They establish

performance goals and accountablhty
mechamsms mtended tofocus attentlon on--and

. gainthe achlevement of—these objectives: At the-
o moment, this policy toolis being applled

primarily atthe elementary and secondary levels, '
but mementum is gammg atthe postsecondary _
fevel as well, They establish regulatorydevuces )
intended to ensure partrcular mstltutlonal .

-behaviors of a sort believed to affect the ulttmate'
'attamment of these desired ends .



Finally, and most |mportantly, they use the power »

- of the purse to influence mstltutnons “studeiits
‘and employers to behave in ways’ consistent with
_the broader public purposes. Fu’nding—-with
- regardto both the levels and the methods by
; _ '.:whrch resources are dlstrlbuted—ls the dominant
pohcy tool used to affect hlgher education,
- institutions and the outcomes they produce

'_ _'__Fmancmg polrcy has rlsen to thrs preemment

. status for several reasons First, it sends the

’ strongest: :signals. Regulatrons can be bent (or
ignored) and accountablhty requirements
.advantageously interpreted; their implementation
is Iargely at mstltutuonal discretion. But the
fmoney ﬂows get everyone S attentron, and they
are very much under the control of the provuders

not the recipients. Secondly, finance decrsuons ‘

.. arerevisited each tlme the state legislature

_ meets', makin'g thern‘(potentially) a very flexible
tool Further in many states there are structural
reasons for this prommence. The only Ieglslatrve
- committees that consistently deal with higher ’
education issues in some states are the money,'
committees. In.some states, there are no
substantive committees that regularly deal with

governance, regulatory, or accountability devices N

as they specrf' cally affect the nature and
performance of-the higher. education enterprise.
lh'some: other states, the education committees
handle both e!ementary/ secondary and '
.-postsecondaryi lssues in these settmgs K=-1 2
‘education typically receives most if not all the

. attention inally, financing is the one policy that '

,can be wewed as more carrot than strck itcan
provrde mcentwes in-an environment in which
the'other tools are viewed as constraining and
n_egatwe..

While fi nancrng policy is. potentlally the most
potent of the policy tools, itis seldom wnelded

.,'. - . ,_,_/

effectwely. lt tends to be &pphed wrth a focus on -
" méans (mstrtutronal*well bemg)wrthout '

concomitant attention to the ends tobe . X
achieved. And it tends to be focused on -
institutions as recipients of funds to the
exclusion of other: beneficiaries (especrally

students) who: could be'more mstrumental in

' achrevmg desired consequences. Or the polrcres
" are so diffuse that the cumulatwe affects are

‘negated. ‘Whether for Iack of purposwe desrgn or
'absence of alignment of the components, states
seldom gain the level of impact throughuse of

" finance policy that they mlght. The purposes of -
'thlS paper areto:

S Identrfy the dlStIl"ICt elements of f nancmg

policy.

% Describe alternative farriis of these elements.. .

n illuStrate the alignment of these policies in
the context of alternative state priorities. -

The intentis to provide guidance to the
fOrmulation -of policy that encourages
educational outcomes, consistent with econoimic
benefits and an enhanced quallty of life for the

- citizens of a state.

The Elements of Fmancmg Pohcy

_ Fi igure 1 descnbes the varlous entlttes that have

a role in the financing of hlgher educatlon and

_ the nature of the pnmary relattonshlps among

them. Th:s fi igure calls attentlon to the fact that
most pubhc mstltutrons get the vast majority of

their unrestncted operatmg revenues from only

two sources——the state and students. The.
dotted-—hne connectlons between mstltutlons

and the federal government and pnvate sources
(individual donors, fotindations, and o
corporations) acknowledge theirrolesas - ;- 5

!
J



_ rmportant funders while recogmzmg that they

| ':”typlcaﬂy are normajor provrders of resources for™

) 'thae general operatmg support of mstntutrons
f Fiinds from these sources most ofter are”
'. -_i'provrded to mstltutrons wrth the stlpulatron that
I 'they be used onlyin ways specrf‘ ed by the

—

~..Figure 1. Fiow of "Fu'nd'_l's’

\ Appropriations/Grants

donor-—-the funds are restrictéd. The exceptlon is”
' prrvafe gl& money brovided to mstrtutlons for
(restricted) use in provrdmg fir nancral ard to.
students. These funds are, mduded in the
: ,.dlagram as mstrtuttonal aid to students |

S Student At (Restrictéd) \

"-::_state-Ievel ﬁnancmg pohcy asit relates to
fdndmg hrgher educatron must focus ‘on the
fol#owmg components -

' made m two categoneS' base mStrtutrdnat
] fundmg for creation and mai ntenant:e ofthe -
_- ‘educatronal capacrty of the mstttutnon or:
a specral purpose fundmg mtendedto promote. .
‘ utrhzatlon of ‘this. capacrty in'ways desugned ,
to achieve state pnormes (performance or
mcentwe funds) Appropnatnons for mprtal
' additlons orreneWals typicaily are made



separately and are not mcluded as part of the
drscussron in this. paper. . :

2.' 'Tu'iti'o"n'"and fee polrcy.‘ Establ'i.‘shi.ng"'
“sticker prices” for different categories of
students as well as pohcres regardmg a
_variety of fees.

3. State student financial aid policy. State

policies regarding funds made available to
students meefing certain criteria to reduce
the price of callege attendance to those

students “These criteria may be based on

) merlt-ba ed ald

policy. Institutional. support to, students for =

purposes of reducmg price of attendance

'111""'support maytakethe-f i of ither

case the funds become expendltures by the
institution) or of waivers of tuition or fees (in

which case no ;‘real money” changes hands ol :
Y 9 Lo student aid programs. Decisions about tuition .

and the institutions realize less net tuutlon"-.

income). As wnth state and student fi nancnal o '
)- boards although these decisions are reserved for -

aid, allocations can.be based on either need
‘or merit, ora combination of the two.

) "ln addmon to the four areas over which states
“have: dtrect control or strong mﬂuence, the

) nmportance,of federal student fi nancial aid pohcy.

_mustbe recogmzed Whlle the states have little -
-.control over these polncnes federal programs are
_solarge that. states must consider their
prov:snons in order to miake wrse choices about
the desrgn of thelr own programs. By taking
advantage of the federat programs (speCiﬁcalIy

- {ap
L _-.consrdered as a package. And in most states,

s or other pursuits), or

.;v_.'the Pell need based ard program), states can L
; leverage therr own programs. By |gnormg the '

federal programs in the process of desugmng

therr owrn, states run avery hngh nsk of reducmg

the cost—effectlveness of whatever programs
they establish.

While the prescr_ip-tion is straightforward—

formulate policy in the four areas (within the |
context of federal pohcy) in. concert rather than

aid decisions. But very rarely are all these
propriations, tuition, and student aid)

de sumultaneously, or tumon and student

4. Institutional student financial aid -f-.’_mstltutlonal financial aid is treatedassomethmg

above, and separate from, those decisions more

drrectly under the state’s purview.

S

The reasons for thlS Tack of congruence are qu.

A
e

simple.: Fll’St pollcy decisions in these areas tend

' to be made by dlfferent actors. State

governments make the decisions about

_appropnatlons to institutions.and to state

els ,are frequently made by institutional

the’ leg|s|ature in some states. Decisionsabout _: -

mstututronal aid are fmost frequently left to the .

institutions—although some states mandate the :

of decrsrons is rare. Each polucy area:ls

components) sometimes by différent
committees, and almost always at different

the decisions often affects the nature of the .
decisions.

- consrdered separately (especrally the student ard

times. And sequencing is 1mportant 'the order of

“ .
e

~ level and nature of fee wawers. Evenwhen the e
stateis mvolved inall f0ur pohcres, mtegration

)



~._-'More lmportantly, the actors ‘often: have drfferent
. objectives behmd the decisions they are: makmg
 State decrsron makers are trymg to control
expendltures whlle lmprovmg broad access and
achlevmg one or more of the pnonty ob_lectlves
hoted earller lnstltutrons often have the

) objectlves of 1 maxrmlzmg revenues and achrevmgv

‘higher- status among their institutional peers. N

Different objectives and‘different roles in the .
decision processes often lead to decnsrons that
.. have counterproductlve results As examples

""‘u Inan effort to constraln expenses states
o reduce student aid fundmg aswell as
mstrtutlonal support at a time whien
mstltutlons are rapldly ralsmg tultlons in
order to maintain revenue streams.

. 'N Student financial aid is adminl_Stered as fee
waivers, and.as a consequence makes the
recipients ineligible for federal tax.credits.

A States fail to intentionallylntegrate federal
Pell grants mto the state need formula. -

A

A ‘lhe desugn of many state merlt—based

.. studentaid programs is such.that they reduce
. thepiice of attendance to a set of students
who would enroll in (arid pay for) college

. 'anyway and often do not contrlbute to the

- broader agenda’ the states are pursumg (i.e.

‘ they do not yleld improved partlcrpatlon _
B _retentlon or graduatlon rates or the employ
'students in the state after they gtaduate)

Tultton levels are held well below what most
students could afford and in thrs process
_strtutlons are deprlved of the resources they
need 10 prowde students wrth a hlgh—quallty

ducatlon

Y Absent good tuition policy, changes in-tuition

tend to be. countercychcal with: tumon _
-increasing when s_tu__dents €an least afford‘ it
- and decreasing when they can most afford it.
This has the potential of léading to political
mterference—pressure to hold tumon down in ,
both good times and bad because there isno
'publrcly understood ratlonale for not domg
- S0.

. COnverse_ly,- pa‘rticipation and retention rates
can'be negatively affected when the price
exceeds the ability (or vvillingness)_'of

- students to pay the bills. .

* The neteffect when funding policies are not

. aligned and get out of balance is that one or
" more of the maJor participants in the process are

put at a serious drsadvantage' taxpayers pay
more than their fair share; students find higher
education becoming unaffordable and opt out (to
their. long-run detnment) or mstltutlons faitto

: acquure the resaurces needed to adequately fulfill

¢

'~ their mussuons The bottom line is that the funds

that'are sperit on higher educatlon do notyield
the results. that they might if fi nancmg polncy
were more purpgsive and more mtegrated

Effective fi nancmg policy should samultaneously
_ meet several cntena

n Itshould: be rennforcmg of and consustent .
with stated priorities (for mstance, better hrgh
. school graduation rates lmproved college '
preparatron ‘anid partlcrpatlon, enhanced
‘retention and graduation rates and more
 “educational capital™in the state’s’
_ populatuon) If states where the objectwes are
not clear, institutions have the luxury of )
-establishing their.own priorities, the. sumof .
which are not necessanly in lme with. state '
needs.



--x Fhe institutional capacity. necéssary.to,meet ..«

the avoiwed priorities mustbe createdand -
;7. sustained. Policies that make.it economically

have the capacity to accommodate them.

means of those who must foot the bill. The
combination of tuition and student financial
~aid pohcues must be such that prlce of

- possible for students toattendcollege are of ;.
- little:use if the institutions in the state do not

;The contnbutlons requared must be within ther |

attendance is kept affordable for all students. :

Slmuitaneously, the level of state support to
hlgher education must be within the capacity
. of the state to raise taxes from varlous kinds
' ,of taxpayers

- .AII parttes in the equation must feel that they

" aré being treated fairly.and are getting (and - .

' givirrg)‘-their fair share.

: -The mechamsms must be’ transparent. The
fundmg ﬂows among the entities must be
"dlscermble so that decrsuons made by the
_different partres can be mutually.remforcmg.

-- Achieving fii nancmg pohcy that meets all these ' '

. criteria-is by no medns easy, but itis not
_ _.lmpossrble elther. in: the followmg sectlons
somnié basrc pnncrples are prowded

Factors to be Consrdered

' The pnmary actors——the state, students and.

' mstltutrons—m the fi nancmg pohcy formulatuon
and rmplementatlon processes will Judge the
results in dlfferent ways, accordmg to thelr own
pnontres. Whlle itis ﬂsky to presume others

h '-,-;motnves, the followmg hkely are close to the

LY

States. From the perspectwe of states, financmg
. policies have. to. o .

{

. 'Result in malntenance ofa system of _
) educatronal institutions that have the
-' :capamty to accommodate demand and yleld
‘ _the desnred educatlonal outcomes _

; Promotefeiplicitly’the ac'h-ievement of
~ specified outcomes {these were listed ina
 priorsection)...

" Be affordable: Taxes-and their allocation must

) reﬂect the tax capacity of the state and the
pl’lOl"ltleS of the crtlzens. The realities 6ftax
capacrty and tax effort——combmed wrth a’
realistic vrew of state pnontles—may lead to -
conclusnons that more tax revenues, not
fewer, arein .order.

Be eas‘i.ls;understood and defensible.

States have two direct tools available to them—.

dtrect appropnatuons to support institutional
operatlons and allocattons to students in'the
form of fii nancial aid. The real trick is to balance -
these two-and to desigh the specifics of each in

: "ways that yieldthe most effectlve results.

In addrtton to dnrect decusuons, states can

'mfluence, if not outnght control institutional

, dec:srons about tultlon levels and the level and

nature of mstttutional ﬁnancral aid.

| Students. Students Judge f' inance pohcy

- accordlngto.

A Affordablhty is net prlce (pnce of

attendance Iess student aid from alf sou rCes) i

reasonable relatlve to therr personal or famlly o

income? The |m_portant point he're is that net,
price has to be viewed in terms of students’
ability to pay. Wealthier students can affor¢

Vel



P

A

--lnstitutions.

more than poor students and tUIthﬂ and_ |
. financial aid polrcnes should be tallored
accordingly.

Value. Are they buyrng access to somethmg

.worth the price? A fow price is ho bargain if it

buys access to a less than adequate
education. '

of i lnStltUtanS are qmte dlfferent from those of
the resource providers. They typlcally seek:

A Adequacy of fundmg They want to be .
assured that the revenues avallable—pnmanly
from students and the state-—w:ll be:.
sufﬁcnent to allow them to fulfill thelr

. missions.at. hlgh levels of quality. And.

. because there are ho upper boundson ..

. -asprratwns for quality, it is diffi cult to
achjeve funding levels admntted to be

adequate

treated fanrly—-—not equally, but the same-—
- relative to their different needs7 if there are

The cntena from the perspective

‘qu"tY of fundmg Are all Il’lStltUthﬂS bemg,

'_..The State Perspectwe

_ educatlon as being in.the “general”

States allocate resources to hlgher educatlon for
essenttally two' purposes First, they view higher - )
publtc '

. _.-mterest and seek to create and maintain a
:System of hlgher education that can respond to

the demands of the state’s citizens. This focus

on burldmg capacuty has been, and continues to

be, the dominant focus of state interest. It
largely explains the i mstltutlon—centnc nature of -
most state higher education policy, fi inances and
otherwise. For the most part, the Creation and
sustenance of a public system, of hlgher

educatlon has been consndered an endi m its own .

right. Mora recently, some states have come to
see higher education as a critical means to
important state goals (of the kinds. mdlcated
earlier in the paper). In this context states
provide resources to, hlgher educatlon in,

~ amounts and ways mtended to.promote .

too few. resources to meet al. requurements is

the shortfall - spread falrly among all7 '

Stablllty of. fundlng. Does the fundmg
mechanisms yleld results that are falrly
predlctable from year to. year and that are free
Zfrom large vanatlons (especually on the down

_ snde)‘? .

Smce the obJectwe is to create coherent state

pollcy about the fil nanclng of hlgher educatlon, it -

|s useful to adopt the state perspectlve and .

_ nvestlgate the. bas:c elements of f‘mancmg

Jollcy within the- context of thelr decusnon-— N
nakmg domam. . '

utilization of the created capacity in. pursult of
specified state prlontles In sum, states fund
higher educatlon to bm/a' core capacity(general
purpose fund ling) and ut///ze aapacity to achieve
stated gaa/s(speaal purpose fundmg)

in pursunt of these obJectlves states can focus
their policy attentlon .on eitheri lnstltutuons (the

" likely choice) or: students or both. ThlS

combination of “policy objectwes and- pollcy
focus canbe descnbed by the ssmple matrlx

presented in Flgure 2.




) Flgure 2. State Fmancmg of Hrgher Educatlon' The POllCY Optlons .

. PollcyFocus ' B . P
PohcyObJectlves ' e ot
. Institutions Students -
-Capacit'y-'Building ..+ F="'Base Pus .. . ‘ Tuition and'Ard'Polrcy R
: ‘1~ Formulas _Focused on Revenue ;
’ . Generat:orr .

Capacity Utilization/.-. ..
The Public Agenda

As away into the discussion, itis useful to view"

fundmg for capacrty building separate from that
for capacrty utilization. In each case, the
approaches to F nancmg and the mcentrves

: assoc1ated wuth each are briefly described.

Funding for Capacity. Buildirig. As “owner-

operators™of the state’s public system of Higher :

" education, the states have considerable interest
in ensuring an adequate fevel of fundmg for
' 'these institutions. As reflectediin Fgure 1,

‘Performance Funding

Tuition and Aid Policy
_. Focused on Attainment
| of Speaf ed Outcomes

- Need—Based
- Ment—Based

fundmg for institutions comes from the state
through appropnatlons for general mstntutronal
support and from' students through tuition. Asa

. generalrule, the higher thefevel of state support,
the lower the amount of tuition revenue and vice |

- - . .‘ . . S . -
versa. This relationship at the national level is

revealed by.the data.in-Figure 3, which is drawn ..

from a recently released institute forHigher
Education Policy report, ‘Accounting for State

" student Aid: How State Pohcy and Student Aid

Connect."z

Figure 3. Change in Resident Undergraduate Student - Charges and State’ Appropriatlons,
Publlc Colleges and Umversmes (1990 -1991 .to 2001 -2002)
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- The complete equatlon (agam as reﬂected in
_-F' igusre 1) mcludes funding for student aid that.
-'setves to affect the price.of attendance,

- recogmzmg that student aid comes from the -

federal government and the institutions
. themselves as well as from the. state. The
. balancing act that states engage in-requires them
., to-ensure adequate funding for institutions while

. llmltmg taxpayer costs, insofar as is possible,

and creating financial aid mechamsms that
ensure that college. attendance remams
~affordable for.all ¢itizens of the state. The .
. :second. elemen_t is especiafly tricky, in thatit-
requires consideration of federal and
institutional student aid programs as well.

behawor depend on the mechamsms by whlch

“new money" is- allocated Slncetenrollment

- .. increases.are the primary rationale forbase
- funding enhancements. (except_for».cost,—.of-ll_vmg o
-.:-adjustments), thére canbe modest incentives for

--improving participation and r'e,tehtio_h rates.

However, unless funding for grOWth is bath .

'predictable and reasonably. generous institutions

may well eschew growth for a comformble status.
quo ‘Asa corollary, for there to be anymcentlves :

' .m base—plus approaches there has to be some '

plus in the equatlon

_The genenc alternatwe isa formula approach to

The question facing states is not just howmuch .

' money to allocate to institutional support and
student financial aid but also howthat money

flows—what are the decision rules that governits

drstnbutron7 These decision rules are critical, not
Just because of their effect on-the bottom lines
' toallthe parties at interest but because of the
mcentrves for behavior buned in these allocatlon
E mechamsms. These incentives (or dlsrncentlves)
) .apply to students as well as to institutions.

By far the majorlty of funds that flow from states 5

: .-'-'.,to higher education take the form:of state ..

appropnatrons to mstltutlons (the upper left-. -
;.. hand box i inFi gure 2). While the specific- '
mechamsms through which these funds are
allocated are as Aumerous as the states” -
themselves at. root they are of 1 two' general
orms. First is.the: base-plus method, in whlch
the_pnor year's funding.i is taken -asthe startmg
*bointand ad_;ustments are. made to reflect. .
jgf:--'éﬁanges in, cost-of-llvmg and in'demand Ievels
g specually numbers of students served This.
meth od is. fundamentally a'recipe for mamtammg
the status quo. Anyinceritives for changed

the allocation of state resources to institutions.
The general formi is:

$Yunit of base factor 1

units of base fador l X +
units of base fador2  x  $unit of bose fador2 4 -

: unils of base ludo'r n? T X Slunlt of basefadorn =
' TOTAL

in these formulatlons the typlcal base factors
are such thmgs asFTE students taught (wrth
distinctioris made for dlfferent course levels and
disciplines), head-count students served size of
the physical plant to be mamtamed ‘and so on.
Formulas do create mcentlves for growth
although Aot always in ways cons:dered desrrable
or lmportant in the broader conteXt of state

‘priorities. For example as typlcally COnstructed,
) formulas create mcentrves for mcrea,sed course )

enrollments rather than course completlons and '
forexpansron ofa physrcal plant rather than for
its eff‘ ctent utlllzatlon. Because the welghtmg

) -'factors (the $ ! unit of mstructlonal activi ivity) are
. _usually derived from hnstoncal data tather than

established as. rntentlonal polrcy lévers, formulas o
can unwrttmgly create incentives that yield

-unintended- consequences for example, misston

creep or program prolrferatlon prompted by an -
interest in teaching courseés that are more nchly -
rewarded in the formula fusually graduate rather. - )



intentional and related to state priorities (for

- example, by rewarding course completion rather - = : -

.+ than: course enrollment and: by.establishing
- -Weighttng: factors as a matter of policy, not .
" - history), but-th.is—Would require a substantial
: devia‘tion from common pr&ctice.

- There is also aset of pohcues focused on

' students—tuutlon and student financial aid/fee’
waiver pohcues—tha_t are ln_tended spec_nF ically to
yield the revenues _necessary"to orovide an. -

- adequate leve! of funding for the state’s:public
s'ystem: of higher education. Among:the

. decisions in this arenaare: |

n ‘Base institutional_ tuition for
undergraduate students. Since the very
" large proportion of public institution
operatmg funds comes from state '

“thar undergraduate coursesin the'same field). - +
- There are ways to make formulas much more

'S Mandatory fees. Fees represent an

-additional source of revenues from studer/‘
the distinction being that the proceeds fro. . '
fees dre typ[cally set aside for specified uses.

" Thus, fees'hecoimé designé-té& orrestricted
" forms of tuition, whereas base tuition is

typically unrestricted: Regardless of

. designation, the dvstmctlon |s lost on the

appropnatnons and tuition, revenue required

: _frorn tuition often—intentionally or
_oth‘enn(i_s_e,—,—is derivedas:.
L msmuhonal requirement —
state uppmpnuhon =
- reqmred lumon revenve
" .. Tuition most ltkely is to be a derivative of
.appropnatuons when they are changing
sugmf‘ cantly. When appropriations. have risen
sharply, tuition level often are stabilized and,
in some cases, reduced (the experience of
g _..'Virginié and Calif'orn-iai-%n the mid-1990s is .
_ |Ilustrat1ve) When appropnatlons are sharpiy

: -curtalled tuition increases are the norm. The -

fact is that states (and mstltut:ons) “back .
~into” tu_mon pohcyv.as a denvatwe of .
decisions: about‘levels of state
- appropriations.

-student; it all looks thée same to the individual
-paying'the bl" From the institutional point of
“view, these resourtes are essentialiyfunglble. _

Use of restricted faes for the desngnated

'purpose often frees up resources to be

allocated elsewhere: As a restilt; it is useful to

 think of feesas an additional form of tuition":

rather than as something separate.

'Out-of—state ‘tuition: There are: many
_-instances in which institutions are deemed-
- particularly attractive by out—of-state 3

students. In such circumstances, institutir ; \

‘are in.a position to charge what the marke P
‘will bear. This creates conditions in which

tuition revenues from out-of-state students
can be considerablyincreased with no

-~ associated additidnal caosts of inStructidn; o

'leferentlal tuutlon. in this arrangement,
- institutions charge hlgher rates, of tuition for
- enrolleesin selected programs-.'_l‘hls s.trategyl,

works:enly when there is more demand for
these'programs thancan be met. This, too; is-

~.aform of charging (up to) what the'rnarket ""
- will bear, allowirig institutions to mcrease
.revenues with no addltlonal costs of

. .'mstructlon “Within: llmsts thisis often Wewed

- positively bylegrslators and- governors as well

since these tuition fevenues.cin-offset _
requirements for additional taxpayer suppoit.
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K Scholarshlps and wawers There is a class
- of aid'that is allocated o, the basrs of neither
need nor specnal talent Such aid is-a.discount
to tumon, utilized onjy to boost net tuition
o ‘reventies to the institution. A frequent
- .appllcatlon isto reduce out-of-state tuntlon
to students living just across a nearby state
o 'lme—effectlvely treating local students who. -
happen to five across the border as in-state
o 'students T '

- All.of the a__bove are variables that can be ‘
- adjdsted- inan attempt to increase the level of
. revenues ﬂowmg to mstltutlons There can be :
-uninténded consequences to- these decisions,
however particularly as these decisions affect
affordablllty of education to citizens of the state.
In Judgmg affordabllrty, the determmmg factoris
- price of attendance (tuition plus other costs of
- attendance less scholarships and waivers)

N relatlve to-ability' to Pay. Note that tuition levels,

by themselves, are.only one piece of the puzzle
> ‘Low tuition does not necessarily equate to
afferdability; the assocrated costs of attendance

" may push the overall price beyond-some

: '_ students ablllty %o pay. Similarly, high tuition
‘does not preclude affordable education, buta
good fii inancialaid program is required in order to
3 bndge the gap for some students. _ '

_lscourages access. This is. especnally true

among ﬁrst—generatlon or low—mcome families,
‘who are often averseto borrowmg to pay for a
ollege educatlon As an alternatlve they work

cessfully completlng college. ‘Low.prices of
atteﬁdance can unprove partlclpatlon by

_*_ removmg the economlc barrigrs to college
attendance. Economlsts might argue that cheap
: educatlon has a potentlal downs;de——nt an

et .
I
t‘\ . .

remove some of the incentive for timely .

complétion of courses and degrees, If a'low piice

of attendance translates mto low net tuition.
revenues for i mstrtutlons it creates condmons )
under which. colleges or unlversmes

“either become overly dependent on the state asa
source of revenue—and become partlcularly
susceptible to the vicissitudes of the economlc

- health of state government—or have madequate

I'ESOUI"CQS

' The questlon of price of attendance becomes '

student aid, this strategy can limit programmatlc

even more compllcated when dlfferentlal tumon
rates come into play. W‘thout the safety netof -

access for low-income students.. States employ
the ¢ concept of dlfferentlal tumon ona

_ systemw:de baSIs—frequently actmg to rmmmrze
- the price of attendance: at the lowest cost

lnstltutlons (frequently commumty colleges)
whlle allowmg the pnce of attendance at hlgher

" cost lﬂStltUthl‘lS to rise. Dependmg on

em‘ollment patterns, this can- moderate student
aid costs statewnde

F-u nding -_for Capacity Utilization .
While most attentlon has béen given'to. fundmg
for capacity bu:ldmg—-pnmarlly ondirect

) approprlatlons to institutions—some states have

taken steps desrgned to mfluence the usé of this’

. capaaty in pursult of key state goals In thls .
arena student—onented fundmg tends to be a

'larger plece of the actlon than mstltutton— ~

onented fundmg, although the mstltutlonal
component tends to have a clearer focus. The '

' mstltutlonal component takes the form of.

performance fundmg payment toi mstrtutlons

that'is conditional on thetr achlevmg (or makmg o

demonstrable contnbutuons to) identified state -
pnontles . Such mechamsms can be tallored to .



< specrf‘ c pnorrtles for example by rewardmg

e mstntutlons that.

N Recrurt and enroll students from
L socmeconomlc status, geographlc orlgm and
5o forth) '

¥ lmprove retentfon and graduation rates..

Respond effectlvely to workforce
development needs of in~state employers.

Partner with local schools to improve
. .graduation rates and learning outcomes of .
. the K-12 system.

" Theoretically, the design is straightforward.

" However, performance funding has yet to prove
. to be fully effective. This is often due m part, to'
the poor specrf‘ cation of the objectrve to be
pursued, as_well as aweak understandlng, of its
underlying rationale. It is also a function of the
very limited resources typically allocated on this
* basis. The capacity-building/base-funding

component is so large that it swamps the
performance component. All institutional energy:
gets focused on maximizing base-funding
.revenues; if they. do well there, the performance
. component is of little consequence

The student-focused counterpart to performance
_ fundlng is student ﬁnanCIal aid of varlous forms.
_ State student aid programs are typlcal Iy
.' drchotomxzed as elther need based or merrt-
' based Itis perhaps more useful to treat them
" both as. forms of aid desrgned to achleve
partrcular-—-but dlfferent—objectwes So—-called
- need- based aid'i is desrgned to ensure that’
| students are not demed access because of theur
fi nancual crrcumstances The objectrve isto
' ensure,that. the_ poor as well as the wealthy c_an'

underrepresented groups (as deﬁned by race,

" (and do) gain access to the state's public
. colleges and uhiversities. o L e

: 3 A
5 So-called ment—based student fi nancral aid is'a
,smaller-—but much more rapldly growing—

component of state fundmg for hlgher education.

lt isalsoa very popular component Historically, _

_|t has been used to attract students having

partlcular talents—m athletlcs music, or other

pursults of particular importance to the state
and/or institution. However, this component can

_be tailored in many differentways to address
-+ specific ieeds. One construct provides loan
. support to students in specific fields of study -

that are forgiven.if graduates practice their -
profession in the state for a specified périod of
time_; The much more prevalent version features |
programs modeled after the Georgia. HOPE

scholarship program in'which students are

rewarded for good academic performance in hlgh
school and mamtenance of that level of.
performance in college (typically a B- average)

" Their political popularity may in fact be Justtﬁed,_.

they may cieate incentives for-improved.
academic performance in high'school and -

 remove psychological bariiers to college

attendance amiong students who prevrously
considered college out of the question. .
Dependmg on the:specifi cs, however, they may .

: also

- Go to'students who would have attended
: college anyway

[N

| '.Reduce the pnce of attendance for students -
who can afford full price. -

keep students in=state who would hormally P
: " have attended an out—of—state mstitutlon

' Thrs is directly beneficial to the state only |f
these students remam m-state after .



. graduationi. It may be mdlrectly benef‘ ctal lf
' excellence in the student body enhances the
quallty of the state’s educatlonal enterprrse.

TN Create condmons under whrch msututlons
} can freely raise turtlon

- in short these programs are probably more
effective in altermg patterns of attendance than

- changing overall rates of attendance. They also

. serve to shift costs from students and parents to
taxpayers Even if they do not have these
negatrves they should not be viewed asa

“réplacementfor, need-based aid. Just as

U performance—based fundmg is an adfunct to core

. 'mstltutlonal fundmg, so IS merat—based aid’ an

* adjunctte aid dlrected at ensunng affordablllty

" Itis probably best to think of these two dsfferent
o types of ald as lllustrated in Flgure 4.

Flgure 4 Relatronshup between “Need—
Based" and Ment—Based" Ald

. lllletit—Based :

. _"Need-lBased _

ThIS dragram mdtcates that typical need- based
pfograms also: apply toa subset of students who

‘ thave a sought:after acadeniicretord orother - -

,talent and some ment—based ald goes to.

? students who have real ﬁnancral need. The
desrgn objectlve should | probably beto achieve
greateroverlap—for example by combmmg
need— and merft-based factors :

Before leavmg thls sectron itis |mportant to
j qulckly note the nmpact ofi mstrtutronal aid. First,

-

_itis predommantly ment-based aid. McPhersou .
" and Shapifo’ argue that even when advertrsed as '

need-based, it has beconie i mcreasmgly merit-

B focused wnthm the need—based component 3

Thus rt may reshape attendance patterns across

. mstltutlons butis unllkely ) substantrally

improve either partucrpatlon or affordablhty The
exceptlon is for those students who areboth
umquely talented ana'poor Some students but
seldomi the majonty, fall into this category A
larger problem is that such funds rea)locate
_resources w;thma smgle Institution rather than

- across mstrtutrons Itis likely that the largest

nchest mstttuttons also have the highest .

_ proportron of students who need no financial

assistance while the poorest students attend
mstltuttons with the least capacity to provide °
mstltutronal aid. Delegatmg the state _
responsrbrllty for assuring affordabtlrty to the
collective actrons of rndwrdual mstltutrons does
not yield the same result as-a statewnde student
assrstance program.

| . When alli is saud and done the requrrementts not

to choose one component of polrcy and i tgnore .

~ ail others; rather.the requirement i is for policy -

“aligniment and i mtegratlori.

Only one plece needs
to.be out of syncto Jeopardrze the whole )

' -framework if financial ard is too generous rt

lends encouragement to unnecessanly large

mcreases in price of attendance (tuntron) If too

lrmlted ortoo focused on’ ment. lt can make

Participation unrealistic for fow=i mcome o .
students. If tumon is.too low the state can leave :

federal money on rthe table—and without some -

‘form of need-based aid'may still 1 notensure that

'~adequate fevels of mstltutlonal fundmg,

overall price of attendance is affordable Fmally, _
unless the combmatron of approprlattons and net

tuition revenues i is suffi crent to generate
students .
may be prowded access to an mfenor edUCatron




Ahgmng F' nancmg FOIICles WIth State schools can they rmpact thIS set of desrred

oo "-..'Objectrves L S ' outcomes. S S /
. y | N LS
=_lnthe prevuous sectron vargous approaches to College. Partrcipatron o . ’
. fundmg were dlscussed along with the kinds of "High Levels for Reécent Hagh School
'behavnorsthat these drfferent approaches . Graduates and Adult Leamers

typrcally ehcrt. ThlS sectlon starts with the

: “The strategles for accomplishing: thIS objectlve
objectrves to be achieved. and descrlbes

are more complex and involve both,capaaty—
building and capacity-utilization cornp'onents of
financing policy. Key elements of the strategy
include the followmg ;

. ) ﬁnancmg pohcnes thatare consustent wrth these
- ends The listing of state’ objectwes is the same
as that enumerated in the mtroductlon '

““High* School ‘Cor'n’ple"tion:'_ |
- High Rates for-Students Who Have Taken
an Academlcally Rrgorous Cumcutum

A Ensure that there is suff’ C|ent capacrty to
’ accommodate the desrred levels of demand
B through state appropnatrons and tuition

Achievement of this objectlve is pursued almost revenue, The nature of this capacity ne eds

- entirely through' measures assocrated with

- - s - ._ _> consrderable delrberatlon, as it may consrst of
" capacity utilization components.of financing

the creatron of learning centers and drs_tance :
delivery capacity in addition to (or in place o'Q
enhancing capacity at existing institutions. -
‘The obvious paintis that participation rates ‘
cannot be rmproved if access is denied for.

pollcy. Asa consequence, thereis. an underlymg -
-  expectation that basic capacity exrsts As’
- examples:of ways in which performa-nce funds
‘could be allocated in support of this objective:

»_ Institutions could be rewarded for increasing lack of either basic capacity or appropriate
* dual enroliments and mcreasmg the numbers - capacity (that s, the excess capacity is in the
“* of high school students in a “responsibility . - wrong place or of the wrong kind). it should " -
- area” who successfully complete an advanced be noted that capacity can be expanded by -
, academic currlculum. - . cOntraCting (or making other ﬁnancia-l -
: : arrangements) with either independent or
Reglonal P—IG counculscould be rewarded for .out-of-state institutions to provide access to- -
- the collective efforts of K-12 schools and ' students who would othenmse be denied. '
R colleges when an increasing proportionof Arrangements that are intentionialand:* . |
i students inthe region are taught by teachers o .developed as a matter of state pollcyq—such .
_ vcertlf ied i inthe field; complete an o asthe student exchange programs operat'ed" -
= academrcally ngorous cumculum graduate B by WICHE and other regional compacts—can )
' ._ff om hsgh SChOO' or enter college S _bevery cost-effective, particularly i eprsodlc :

L . . S or exceptional derhand:cycles.
. Notethat_ ln-thrs case; |ncent|ves:ha\/_e tobe - P d «

N . pr Gvidedtoanentity otherthanahigher =~ Ensure affordablhty is mamtamed far low— :
*. " educationinstitution, since collegesacting  ~  jncome students viaa combination of tultlon ' _'j
_ '--un_ilatcféllv cannot hdve a Sigﬂiﬁcént.ef_fect on and financial'aid policies. Fi nancial aid for - .
'the-se outcomes.'Only'in pattnership With_-K"i..Z S part—trme students must be a consrderatro



rmprovmg partrcrpatlon of adult learners is a :

consrderatlon Further, if capacrty Is anissue,
: financral aid for students attending private
-institutions should be conS|dered :

Ny Ahgn performance fundmg wcth thrs
- objective. There are varratlons on this theme

- For example, institutions €an be rewarded for. .-

- :-increasing: the number of studerits from

L Ensunng that affordabtllty is mamtamed and
that net prrce of attendance does not Create

.

v an economnc barrrer to contmued enrollment.

N Creatmg incentives for institutional attention

underrepresented groups (race, SES, county of - -

‘origin) enrolled‘ or the. level of. contract
educatlon services provided to employers

A Create features in the base fundmg

component that gwe mstltutlons mcentlves |
to enroll: underrepresented groups. if base—
plus funding is the . mechanism, the

" ‘enrollment growth numbers can be adjusted
by weighting additional enrollment of some
kinds of- students ‘more heavrly than others.

" The same ideac can be. applled in formula
funding states.

L4

' High Rates of Retentlon and Degree

Completlon _

There is awide range of potentlal tools that can
be employed to encourage both students and.
lnstrtutlons ta put a higher pnonty on degree

‘completion. They cut.across all quadrants of the
_ dlagram in Flgure 2. Among the elements are:.

K- Ensurmg that lrmlted capacrty is not a barner
X to 'successful progress. At the'i mstltutlonal
level, this means for example, ensuring that
core lower—dw:snon courses have enough
sectuons so that-no students aretu rned away.
At the system level it means, ensurmg that
.}': there are suffi cnent slots in. four-year
;'mstltutlons to accommodate commumty
e:ollege transfers as well as. nattve freshmen

- to this objective, in ‘several forms.
Performance funds can:be allocated to
~institutions that j Improve (or maintain high)

. ‘retention and graduation rates. A more radical

possibility is to count only Course .

compietions rather than. -course enrollments

in calculating base: funding for i institutions—

an idea nowhiere embraced i inthe US., butin

practice in the U:K. It must also be recognized
- that thisis not hecessarily the answer: high

+ course completion rates may:not ttanslate
-into stmllarly lugh rates. of program
completton .

A Creatlng mcentrves for completlon focused
‘on-students as -well as on institutions.
Performance requn'ements can be huiilt into all
_forms. of student: -aid, mcludlng need—based
aid: As an alternative, institutional
performance fundmg programs can be
dengned in such away that funds are shared
byi institution and- students {for example
students who enter as “at-risk” students
receive a cash rebate attime of program X
completlon)

There are many ways toconf gure f' inance pol:cy .

in this arena. The necesslty is that.the objective -
be clear and that: thei incentives in the various

: mechamsms be conslstent and lead in the .
: mtended drrecuon
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.EduCatlo'nal Attain’ment and Employability: -

~ Economy Employs ngh Proportion of
".College Grads. With ngh Levels of

" Education Attainment

.- In many ways this objective depends more on

finance _poligy-as* it aligns with economic
. developmentthan with higher education.

. but lt isa lmchpm to the reat ends that the state’

- deems most important. The other. objecttvesae .

unlikely to be achieved if substantial portm! i }

. the state's population cannot afford to go to

Edug:ati.onal institutions can accomplish the prior -

three goals in states that have-economies
incaoabl'e of-absorbing the graduate. The result -
is-a mass out-migration of highly educated
citizens. In this environment, the challenge to
-higher education is to effect steps designed to
- diversify and 'expand'the' econorny of the state. In
some cases this'may be a‘capacity question—do
-the institutions have the wherewithal to provide
entrepr'eneurship programs or.to compete for
research funding that has the potential for
economic development spin—offs?

In more cases, such benefits are prompted
tbrough performance funding methanisms of
. various Kinds. As an example mstltutlons c¢an be
-rewarded for: .

N i_ntre_ased e'rnplo'yment in spi_n—off compani-es.

A Increased fevels of busmess and mdustry
o trammg

: lncreasmg graduates of selected. f' elds who
remam m the state for at least X years.

A more dlrect mcentlve is to- allocate a fixed
percent-of state revenues (or revenues froma

: partucular sourt;e) to higher- educatlon This X
provrdes a dtrect link between an |mproved

_ economy and benefits to higher edu.catron.

Affordability _
The notion of affordability has run through all

_ the prior discussions. It is not an end unto itself,

college. The available optlons and some

comments about each are hsted below e

A~ Low prices of attendan'ce.' This avenue

places a substantial-burden on taxpayers and
- subsxduzes the high-proportion of students _
) who could afford to pay more. it removes the
- economic barrier to access. At the same tlme,
it provides no impetus to high performance
and tlmely completlon.

Need- based financial aid:. Need- based
grants improve affordablllty for Iow—mcom_e
students. As a consequence they remove. -
economic barriers to participation. Thelr
.presence allows institutions to raise the prlce
of attendance. This is not necessarily bad; the
result may be an increase in net tuition; ; F
revenue that assures avallabllrty of neeo\ e
capacity w1thout a diminution of affordablllty
without special design features, typical ne_ed_
based programs provide rio incéntives for .
high performance, retention, or completion. .

Mer_it-based student .financ,ial_-.-_aid. As

_- noted earlier in the paper, broad—.brush.rnerit
aid programs typically channel resources ta.
students who do'not have finaficial need S
They dre devices for channelmg students to
parttcular (types of) institutions rather than

: enhancmg participation by students who '
otherwise would not attend. Their provns:ons
can create: mcentlves for higher performance
since they usually require mamtenance ofal

 average for continuation. This feature, . - .
however, may discourage studénts from sory
of the more challenging academic pur,‘,;-
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o ,mstrtutlons to raise turtlon a partlcularly

inadequate to mamtam an affordable price of
attendance for students who do not quallfy
for merit aid.

. to narrowly taifor such: programsto'achieve .
‘particular manpower development and -

! employment objectlves Such narrowly construed -
problems seldom require heavy financial
mvestments and do not prowde a substantial

‘ lmpetus to mcreased tuition levels. As a
¥ consequence, the negatlve implications for
: -'need—based pregrams are smaller.

A Loans Loans are an alternatrve form of self-
help rather than a form of aid. If loans are

" usedas a replacement for work—at least work
beyond 15-20 houfs aweek, the level at
which work becomes an obstacle to-

. Successful retention and completlon-they
may bea Positive factor. Because most
students who drop out doso early in their .
college Careers, rellance on foans at that
- stage may he problematlc it may create
condmons in which there is a high likelihood

the worst of all curcumstances ‘Loans make .
more sensein an academrc context if they are -
used to fund students’ participation after they

i
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There is much conventlonal wusdom but not _
o a lot of research, that mdrcates that the
- -_necess:ty to rely ori loaris dussuades '
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participation of some groups, partlcularly

‘,cultures if the alternatwe is mcreased self-

- have developed a successful academic track

: low-mcome students and students of certain

: Thls approach rfWIdespread can encourage

: unfortunate consequence if need-based ald is:

) o Also as noted earlrer in the paper itis possrble :

help through work, the ultrmate state

objectwe of retention, completlon, and
*; entrance into high-end employment is

unllkely to be achieved.. :

Work—study Work—study is the . largely
forgotten.form of fi inancial aid. Like loans, it
is a form of self-help rather than true aid.
- However, it can'be an important “performance
o enhancer ifit serves to focus work time on
' meanmgful academlcally related tasks rather
than unrelated tasks. Ways of lmkmg work-
study fundmg to more meariingful Jjobs inside
thei mstltutlons andin.places.of employment
" where students can. -engage in mtemshlps and :
other forms. of work related to their academlc
-fields is an avenue that deserves much more
-attentron thaii it has heretofore r recewed

Conclusions

* This paper has outlined the broad array of

that they will acquire debt but not a degree— )

financing options—both institutian focused and
student focused—avallable to states. Hopefully,
it has led the reader to the conclusion that there
is no single nght answer. Design of- fundmg
pollcy depends ina very substantial wayona.
state’s crrcumstances and its agenda for change’
andi |mprovement. But generig rules hold Cost—
effectlve pOllCY requires: ’

[Q Clear understandmg of prlorltces to be .
pursued o

Creatlon and mamtenance of the capac’ty that _
allows pursult of these goals -

Careful allgnment of fundmg polucues dealmg
with approprlatlons for institutional : support
' tumon andappropriations for student
financial aid (recogmzmg the mvolvement of
both the federal government and i mstrtutlons
“inthe latter).
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